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SUBJECT: Prohibit Disclosure of Information by Tax Preparers & Prohibit FTB to
Approve Filing Requiring Consent to Disclose Specified |Information

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED August 11, 2000, STILL APPLIES.
OTHER - See comments below.

SUMWARY CF BI LL

Under the Revenue and Taxation Code (R&TC), this bill would prohibit the
Franchi se Tax Board (FTB) from approving electronic filing software or electronic
tax fornms that require taxpayers to consent to the disclosure of information as a
condi tion of access to that software or those forns.

Under the Business and Professions Code (B&C), this bill woul d:

?? Expand crimnal sanctions for disclosures of tax return information by
busi nesses that prepare returns by addi ng di sclosures nmade either within the
tax-preparing firm (for purposes other than tax preparation) or to subsidiaries
or affiliates of the tax-preparing firm

?? Add filing an income tax return electronically to the list of activities that
def i nes persons engaged in the business of preparing tax returns or assisting
in the preparation of tax returns.

?? Allow the witten consent for disclosure to be done electronically with an
el ectroni c signature.

?? Modify the definition of “tax preparers” to include persons who, for
consideration other than a fee, prepare tax returns for another person

?? Make each violation of the crimnal provisions regulating the practice of tax
preparers a separate of fense

?? Specify that tax return information includes information obtained through an
el ectroni ¢ medi um

?? Require the disposal of tax return information in a manner that protects the
identity of taxpayers.
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Under the Gvil Code, this bill would establish a civil penalty for disclosure of
tax return information provided by a consumer in connection with financial or
busi ness-rel ated transactions. This consuner protection penalty would be based
on the taxpayer protection penalty under the B&PC.

The B&PC and Civil Code provisions do not directly inpact the prograns
adm ni stered by FTB.

The provisions relating to destruction of tax informati on being added by this
bill to the B&PC and the Cvil Code are tied to AB 2246. |If AB 2246 is enacted
and becones operative on or before January 1, 2001, Section 17530.6 of the

Busi ness and Prof essi ons Code and subdivision (d) of Section 1799.1a of the Gvil
Code, as added by this bill, would not becone operative.

SUMVARY OF AMENDMENTS

The August 23, 2000, anendnents clarified the R&TC provision regarding electronic
filing. This bill would prohibit FTB fromapproving for electronic filing any
proprietary filing software or electronic tax forns that require taxpayers to
consent to the disclosure of information protected under the B&PC as a condition
of access to that software or those forns.

The August 23, 2000, anendnents al so del eted | egislative intent |anguage fromthe
R&TC, nmade m nor grammatical changes to the B&PC and the Cvil Code, and added
“electronic deleting” to the list of methods for disposing of information under

t he B&PC

Except for the changes discussed in this analysis, the departnent’s anal ysis of
the bill as amended August 11, 2000, still applies.

BOARD PCSI TI ON

Support.

At its July 5, 2000, neeting, the Franchi se Tax Board voted 2-0 to support this
bill, with menber B. Tinothy Gage abstai ni ng.



